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project ip @ section fix p_e trans- 
ferred t_o_ another project i_q g1_i_§ section 
Q9L%r2i2£9mp___ercent2fI_11_eco_st9_f 
33 project. _If federal money i_s@ 
received Q Q‘ project 39 which ga1’t_e‘ 

money _\13._$ transferred i_n excess o_f 3113 
_3Q percent state share, _t_h_e_ Veterans 
Homes Board, Q cooperation fly t1_1g 
commissioners pf administration 
a_ng finance, plgll return t11_e s_tg’;e appro- 
priation Q fig project fpgm which it 
gag transferred. 

Sec. 3. EFFECTIVE DATE.‘ 

This apt i_s effective @_ ggy following iinal enactment. 
Presented to the governor May 30, 1991 
Signed by the governor June 3, 1991, 9:47 a.m. 

CHAPTER 325—H.F.N0. 12 

An act relating to insurance; regulating reinsurance and other insurance practices, 
investments, guaranty funds, and holding company systems; providing examination authority 
and reporting requirements; adopting various NAIC model acts and regulations,‘ prescribing 
penalties; amending Minnesota Statutes 1990, sections 60A.02, subdivision 6, and by adding 
subdivisions; 60A.03, subdivision 5; 60/1.031; 60A.07, subdivision 5d, and by adding a subdi- 
vision; 60A.09, subdivision 5, and by adding a subdivision; 60/1.10, subdivision 2a; 60A.1I, 
subdivisions 9, 10, 11, 12, I3, 14, 15, 16, I7, 18, I9, 20, 21, 22, 23, 26, and by adding subdi- 
visions; 60;-1.12, by adding a subdivision; 60A.1'3, subdivision 1; 60/1.14, subdivision 1; 

6011.27; 60B.25; 60B.37, subdivision 2; 60C.02, subdivision 1; 60C.03, subdivisions 6, 8, and 
by adding a subdivision; 60C. 04; 60C. 06, subdivision 1; 60C. 09, subdivision 1; 60C.I3, subdi- 
vision 1; 60C.I4, subdivision 2; 60E.04, subdivision 7; 6IA.25, subdivisions 5, 6, and by 
adding subdivisions; 61/1.28, subdivisions 1, 2, 3, 6, 8, I 1, 12, and by adding subdivisions; 
61A.28I, by adding subdivisions; 6JA.283; 61A.29,' 6IA.31; 61B.06, subdivision 9, and by 
adding a subdivision; 61B. 12, by adding subdivisions; 62D.044; 62D. 045, subdivisions 1 and 
2; 62E. 14, by adding a subdivision; 68/1.01, subdivision 2; 72A.061, subdivision 1; 79.34, sub- 
division 1; and 609.902, subdivision 4; proposing coding for new law in Minnesota Statutes, 
chapters 60A, 60D, 62A, and 72A; proposing coding for new law as Minnesota Statutes, chap- 
ters 60G, 60H, and 60.1; repealing Minnesota Statutes 1990, sections 60A.076; 60A.09, subdi- 
vision 4; 60A.I2, subdivision 2; 60D.01 to 60D.08; 60D.10 to 60D.13; and 61A.28, subdivi- 
sions 4 and 5.

‘ 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

New language is indicated by underline, deletions by



LAWS of MINNESOTA for 1991 Ch. 325, Art. 1 

ARTICLE 1 

REINSURANCE 

Section 1. Minnesota Statutes 1990, section 60A.02, subdivision 6, is 
amended to read: 

Subd. 6. FOREIGN. “Foreign,” when used without limitations, shall desig- 
nate those companies incorporated g organized in any other state or country. 

Sec. 2. Minnesota Statutes. l990, section 60A.02, is amended by adding a 
subdivision to read: 

Subd. _l_9_: ALIEN. “Alien” means an insurer domiciled outside bf t_l_i_e 

United States, E conducting business within mp United States; 
Sec. 3. Minnesota Statutes 1990, section 60A.02, is amended by adding a 

subdivision to read: 

Subd. gt; ASSUME. “Assume” means _tb accept a_ll g part bf a_ ceding com- 
pany’s insurance _o_r reinsurance o_n 3 risk 9; exposure. 

Sec. 4. Minnesota Statutes 1990, section 60A.02, is amended by adding a 
subdivision to read: 

Subd. _2_b CEDE. “Cede” means _t_g pEl_S§ br_1 £9 another insurer bl_l g gag bf 
mp insurance written by a_n_ insurer fig _i_i_l§ purpose bf reducing th_e possible Iii 
bility o_f thp insurer. 

Sec. 5. Minnesota Statutes 1990, section 60A.02, is amended by adding a 
subdivision to read: 

Subd. Q; CESSION. “Cession” means bh_e_ unit o_f insurance passed t_g Q 
reinsurer by ab insurer which issued a policy tb th_e insured. 

Sec. 6. Minnesota Statutes 1990, section 60A.02, is amended by adding a 
subdivision to read: 

Subd. Q FACULTATIVE REINSURANCE. “Facultative reinsurance” 
means fie reinsurance bf pal 9_r ab o_f t_h_e insurance provided by 3 single policy, 
with separate negotiation f_o_1; each cession. 

Sec. 7. Minnesota’ Statutes 1990, section 60A.02, is amended by adding a 
subdivision to read: 

Subd. gg REINSURER. “Reinsurer” means pp insurer which assumes _t_l§ 
liability bf another insurer through reinsurance. 

Sec. 8. Minnesota Statutes 1990, section 60A.02, is amended by adding a 
subdivision to read: 
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Subd. 2;, RETROCESSION. f‘Retrocession” means _a transaction i_n which 
3 reinsurer cedes _t_g another reinsurer all 9_r part 91‘ t_l_1§ reinsurance that th_e rein- 
surer h__ac_l previously assumed. 

Sec. 9. Minnesota Statutes 1990, section 6OA.02, is amended by adding a 
subdivision to read: 

Subd. ;6_. UNITED STATES BRANCH. “United States branch” means tl1_e 
business git through which business i_s transacted within th_e United States by Q alien insurer. 

Sec. 10. Minnesota Statutes 1990, section 60A.09, subdivision 5, is 

amended to read: 

Subd. 5. REINSURANCE. (1) DEFINITIONS. For the purposes of this 
subdivision, the word “insurer” shall be deemed to include the word “reinsurer,” 
and the words. “issue policies of insurance” shall be deemed to include the words 
“make contracts of reinsurance.” 

issuepefieiesintfhisstate-mayieinwfeinanyetherinsuferanypafieraflef 
anyfiskeffisksassumedbyifibutwehmimumaequnlessefiededffiwithan 
in9urerw+hefizedmissaepeHéesinthisfiate;eré2)m4thaninsufersimilafiy 
wthefi2edinanetherstate;%erriwfi:erdififietef%heUnhedStams;&néshem~ 
ingthesamestané&rdsefse¥veney&ndmee%ing%hesamestatuteryanééepafi- 
mentalrubswhiehwealdberequireéeferpresefibedibrsuehiasurerwemitat 
theflmeefsuehreinsumaeeauthefizeéinthisstateteissuepefieieseevering 
rhksefthesamekiaéerléndsasehesereinsuredfihaflnetmdueethereseweer 
etherfiabflitytebeehargedtetheeedmginwfifiprevidedgthatnethinginthis 
subéi~éeienshaHbeeens%ruedtepermitteaeedinginsureranyredee6ene£ 
reseewerfiebifitythmughrdnsumneeefieeteéwithanunautheézeéiasarefiln 
msesaehreimuranwefieetedwitheniasuwrseautherizeéersereeegnizeéfer 

pefi-ienefsuehebfigafienreminedbyitgandtheinsurertewhiehthebusiaess 
iseedeésheflbeehargedméthanenearnedpremiumfiabilityrepresemiagthe 
prepefiienefsuehebhgafieneededteitgealeulatedinthesamewayeqlhetwe 
pafiiestethetranseetienshafltegethereafiythesameresefieastheeeéing 

(-3) REINSURANCE OF MORE THAN #5 §Q PERCENT OF INSUR- 
ANCE LIABILITIES. Any contract of reinsurance whereby an insurer cedes 
more -than -7-5 _5Q percent of the total of its outstanding insurance liabilities shall, 
if such insurer is incorporated by or, if an insurer of a foreign country, has its 
principal office in this state, be subject to the approval, in writing, by the com- 
missioner. 

(4) Q) ACTUAL UNEARNED PREMIUM RESERVE TO BE CARRIED 
AS LIABILITY- Nothing in this subdivision shall be deemed to permit the ced- 
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ing insurer to receive, through the cession of the whole of any risk or risks, any 
advantage in respect to its unearned premium reserve that would reduce the 
same below the actual amount thereof. 

(-5) (1) AIRCRAFT RISKS. An insurer authorized to transact the business 
specified in section 6OA.O6, subdivision 1, clauses (4) and (5)(a), may through 
reinsurance assume any risk arising from, related to, or incident to the manufac~ 
ture, ownership, or operation of aircraft and may retrocede any portion thereof} 
provided, however, that no insurer may undertake any such reinsurance business 
without the prior approval of the commissioner and such reinsurance business 
shall be subject to any regulations which may be promulgated by the commis- 
sioner. Any such reinsurance business may be provided through pooling arrange- 
ments with other insurers for purposes of spreading the insurance risk. 

Sec. 1 1. [60A.091] QUALIFIED UNITED STATES FINANCIAL INSTI- 
TUTION. 

Q purposes 91” sections Q g _1;, “qualified United States financial insti- 
tution” means an institution that: 

Q) i_s organized 9;, _i_r_1_ th_e case gt‘ _a United States office of g foreign banking 
organization, licensed, under gig laws gf @ United States g fly state; 

Q) i_s regulated, supervised, Q91 examined by federal g state authorities 
having regulatory authority over banks fig trust companies; 1:51 

Q) is Q member 91‘ t_h_g Federal Deposit Insurance Corporation, g the 
National Credit Union Administration. 

Sec. 12. [60A.092] REINSURANCE CREDIT ALLOWED A DOMESTIC 
CEDING INSURER. 

Subdivision L CREDIT ALLOWED. Credit for reinsurance shall be 
allowed a_ domestic ceding insurer a_s either Q §e_t 9; g deduction fg liability 
gm account o_f reinsurance ceded 9;1_1y when the reinsurance i_s ceded‘ t_o gn 
assuming insurer which meets the requirements specified under th_is section. 

Subd. A LICENSED ASSUMING INSURER. Reinsurance is ceded to an 
assuming insurer E ’th_e assuming insurer is licensed t_o transact insurance QI_‘ 

reinsurance jg th_is gag 
Subd. §; ACCREDITED ASSUMING INSURER. (Q Reinsurance i_s ceded 

t_o an assuming insurer if fie assuming insurer i_s accredited Q a reinsurer i_n@ 
state. An accredited reinsurer is one which: 

(1) files with _tl1_e_ commissioner evidence 91‘ i_t_s_ submission tg ;c11_i§ state’s 
jurisdiction", 

Q) submits Lg _t_l_1_i_s_ state’s authority t_o examine i_§ books and records; 
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Q) _i_s licensed 39 transact insurance 9_r reinsurance ip a_t least one state, g i_n_ 
th_e case 9_f g United States branch o_f a_n alien assuming insurer i_s entered 
through and licensed Q transact insurance g reinsurance i_n gt least one state‘, 

(5) files annually with _t_lle commissioner g copy o_f i_t_s_ annual statement filed 
with the insurance department _(_)_t_‘ E state pf domicile _a_r_i5i_ g copy pf it_s most 
recent audited financial statement; gr_ig

’ 

Q)Li_) maintains _a sugplus _a§ regards policyholders i_n gip amount r_i_Q_t_ lgfi E $20,000,000 _a_n_c_i whose accreditation gag pg lit denied py th_e commis- 
sioner within 29 g§y_s_' o_f i_t§ submission, g maintains Q surplus pp regards policy- 
holders i_n a_r_i amount l_gs_s @ $20,000,000 and whose accreditation h_a§ pgep 
approved lpy Q13 commissioner; 9_r 

(Q maintains p sugplus a_s regards policyholders i_n Q ‘amount Qt l_e_s_s_ gig 
$50 000 000 Q long-tail casualty reinsurers. F_or purposes 913% section, “ion - 

ta_il casualty reinsurance” means insurance fg medical g l§g_a_1 malpractice, m_1— 
lution liability, directors a£i oflicers liability, a_nd products liability. _T_l_ip com- 
missioner may determine t_h1t Q assuming insurer _th_at maintains g sut_‘plus gp 
regards policyholders _i_r_i a_n amount _r_i_9_t 1£§§ _t_l;a_n $20,000,000 ig accredited 2_i§ g 
reinsurer if there i_s pp detriment Q policyholders apt; tfi interest o_f fig public, 
_a_r_i_q ‘Q po_t allow accrediting would pp g hardshin pr detriment ‘Q 1113 reinsurer. '@ commissioner gill report t_<_>_ tl1_e legislature 9_r_i gpy determination pg allow 
accrediting t_o 3 long-term casualty reinsurer maintaining g surplus ip pp amount 
by t_l;2_1§ $50 000 000. 

Clause Q) does at _app_ly 19 reinsurance ceded and assumed pursuant tg 
pooling arrangements amopg insurers ip t_hp same holding company system. 

(1)) E9 credit shall pg allowed pr_ continue t_o_ Q allowed at domestic ceding 
insurer if _t_h_p assuming insurer’s accreditation lips been revoked py LIE commis- 
sioner after receipt 9_f_‘ Q cease a_ng desist order pursuant 19 section 45.027, subdi- 
vision 5.

1 

Subd. 5 SIMILAR STATE STANDARDS. Reinsurance _i§ ceded t_o Q 
assuming insurer Q‘ t_h_e_ assuming insurer ig domiciled 2_i_i_i_d_ licensed i_rg, _o_r i_p gig @ pf g United States branch o_f gr; alien assuming insurer i_s entered through, 
g "state which employs standards regarding credit fg reinsurance substantfly 
similar t_9_ those applicable under £l_1_i§ chapter grid _tli_e_ assuming insurer E 
United States branch 91‘ pp alien assuming insurer (_l_) maintains g surplus gs 
regards policyholders ip Q amount _r_i_o_t lgs_s gig $20 000 000 g maintains _a 
sugplus pg regards policyholders Q gr; amount n_ot 1_e_S§ E $50,000,000 §o_r 

long-tail casualty reinsurers 2_l§ provided under subdivision ;, paragraph (_a), 

clause Q), agi (_2_) submits t_o gig authority pt_'t_hi§ §t_a_t_e_ t_o_ examine i_t§ books pgg 
records. 

Clause (_1_) does n_ot apply 9 reinsurance ceded a_1p_<_i assumed pursuant t_o 
pooling arrangements among insurers ip mp same holding company system. 
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Subd. Q: TRUST FUND MAINTAINED. @ reinsurance i_s ceded _t_c_> gp 
assuming insurer if _t_l_1_e_ assuming insurer maintains Q t_rps_t _fipn_d_ i_n g gualified 
United States jifltncial institution E tpg payment pf t_l_1_e valid claim; a_1_s_ deter- 
mined py Q commissioner Q ’_t_lyg purpose o_f determining gig sufficiency o_f gig; 
tL_upt 91’ i_t_s United States policyholders gpg ceding insurers, their assign_s 
a__r_1_c_l_ successors i_n interest. IQ assuming insurer flail} report annually 19 _th_e 
commissioner information substantially Q same _a_s fig; reguired tp pp reported 
pp j:_h_q National Association pf Insurance Commissioners annual statement form 
by licensed insurers tp enable _tl1_§ commissioner ftp determine flip sufliciency pf 
ms ELIE! £U_n9_- ‘ 

Subd. _6_= SINGLE ASSUMING INSURER; TRUST FUND REQUIRE- 
MENTS. Ip mg _c_2ys_e pf _a single assuming insurer, tfi t_r_u_§t Q31 consist pf g 
trusteed account represerptipg t_1_1g assuming insurer’s liabilities attributable Q 
business written i_n jug United States gig i_n addition @ assuming insurer gllafl 
maintain _a trusteed sugplus o_f _n_o_t_ l_e§§ @111 $20,000,000 g maintain g sugplus 
gs regards policyholders i_n Q amount ngt 1§§_s 1133:; $50,000,000 fp; long-tail 
casualty reinsurers gg provided under subdivision Q, paragraph (Q, clause Q1: 

Subd. INDIVIDUAL UNINCORPORATED UNDERWRITERS 
GROUP; TRUST FUND REQUIREMENTS. I_n fllg g1s_e 9; g group 9_f individ- 
pgl unincogporated underwriters, me tgg glill consist 9_f a_ trusteed account 
representing t_h_e_ group’s liabilities attributable _t_g business written _ip tl1_e United 
States. :I‘_l_1_¢_: group §_l_1_gl_l maintain g trusteed surplus o_f which $100,000,000 _sh_2tl_l 
:3 l_1g_lg jointly _fp_r 3113 benefit o_f United States ceding insurers pf g_r_1_y member pf 
gl_1_e group. _’_l“l1_e group §Q_l_l ink; available ftp ;l_1_e_ commissioner a_n annual certifi- 
cation py gig group’s domicilipry regulator a_ng _i1s independent public accoun- 
t_a_s o_f t_l_1_e_ solvency pf gag underwriter. 

Subd. Q INCORPORATED INSURERS GROUP; TRUST FUND 
REQUIREMENTS. A group _o_f incogporatcd insurers under common adminis- 
tration must:

~ 

Q) comply with E filing requirements specified‘ Q subdivision 1; 
Q) _b_e under t_l§ supervision pf flip Department pf Trade app Industry o_f t_h_§ 

Lluitfl _I$i_nsgi2.rn; 

(1_3_)_ submit _t_o_ ;h_is state’s authority ftp examine it_s books gpg record_s_; 
(Q bear jg expense o_f th_e examination 
(_5_) maintain Q aggregate policyholders’ surplus o_f $l0,000,000,000; 
(Q) maintain t_h_§ trust _ip Q amount equal 39 t_l_i§ group’s several liabilities 

attributable 39 business written i_n gig United States; a_m_l 

(1) maintain g ioint trusteed surplus o_f which $100,000,000 must pp held 
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jointly E mg benefit _o_f United States ceding insurers o_f a_ny member pf ’th_e 
group. 

member o_f t_l§ group £1 available 19 E commissioner a_n 
annual certification py mg member’s domiciliary regulator gig it_s independent 
accountant pftl1_e member’s solvency. V 

Subd. _9_. TRUST FUND GENERAL REQUIREMENTS. gs) [lg E pips; Q established i_n g fpg‘ approved by gas commissioner o_f commerce. ills.@ 
instrument slill provide Qa_t contested "claims sl_1_é_1_l_l peg v_alig an_d enforceable E _tli_e sag o_rcl_e; o_f a_r_1y QEE 9_f competent jurisdiction i_n Q United States. 
_'1JE1_r1it£1a_11Y2§£l<2gflti£&&E§__aSS6tSm£h§___t1'uSteeS 9.ft11_6t&S1£<£.i£§ 
United States policyholders a_nd ceding insurers, their assigns ail successors _i__r_i 

interest. 1 jt_ru_s.t 2_1_ng_ Q, assuming insurer shill pg subject tp examination § 
determined py gig commissioner. @ gs; ngss remain‘ _i_r_1 jg Lg as @g gs 
jg assuming insurer s_lE_l_l outstanding obligations dig under th_e reinsur- 
gpg agreements subject.t_o _t_1_)§ trust. 

§h)1iQ1_%.1_tt‘-_rt_112_II1_.____rxFebrua E2f&)fltl1.§___truSteeS2fmmS_t£1a_11 
report t_o th_e_ commissioner i_n writing setting forth_’cl1_e balance o_f tps tru_st gig 
listing as trust’s investments a_t gs preceding y_e£r_ gig E1 gall certify th_e gsgs 
_o_f termination .9_fg1_e tx‘u_sst, if S_0 planned, g certify th_at ghp @ s1_1_a_ll n_ot expire 
pgip; t_o pip p_ex_t following December& 

Subd. OTHER JURISDICTIONS. IQ reinsurance i_s ceded t_o a_n 
assuming insurer g)_t meeting sly requirements o_f subdivision g, s Q, g 3 _b_1_1g 
_o_Qy _vw/,iLh respect t_o is insurance o_f Qlgs located i_n jurisdictions where th_e 
reinsurance is reguired by applicable @ g regulation o_f th_a_t jurisdiction.‘ 

Subd. _l_1_. REINSURANCE AGREEMENT REQUIREMENTS. Lg) _I_f th_e 

assuming insurer i_s_ _n_o_t licensed g accredited t_o transact insurance 9; reinsur- 
gpg i_n Qis state, gs credit authorized under subdivisions 3 grid Q $11 p_o_t Q 
allowed unless gs assuming -insurer agrees Q _t_lss reinsurance agreements: 

Q) gl_1_a_t _ip t_h_§ event 9_t_‘ t_h_e_ failure o_f fie assuming insurer t_o perform it_s 
obligations under ‘th_e terms Q‘ fits reinsurance agreement, t_l1s assuming insurer 
_Slill submit ‘pg t_h_e jurisdiction o_f 2_1py court _o__t_” competent jurisdiction i_n 2_1_r_i_y 

state o_f 1l_1_6_ United States, comply with _all reguirements necessa1_'y t_o_ giv_eQ 
99% jurisdiction, §n_d sbjg by th_e fipzg decision g tfi split g pf a_ny appellate 
court i_n gs event o_fsr_1 appeal; gfl 

Q) 19 designate ‘th_e commissioner g s designated attorney gs it_s true _apc_l 
lawful attorney upon whom may pg served a_n_y lawful process i_n _a_ny action, suit, 
9; proceeding instituted py pg _o_n behalf pf 33 ceding company. A 

(-_l_)_) Paragraph (s) is go; intended tp conflict with pg override EQ obligation 
91" gig parties t_o a_ reinsurance agreement 39- arbitrate theirdisputes, i_f §_I_1_ obliga- 
tion t_g dos _sp_ i_s created ip th_e agreement. 
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Sec. 13. [60A.093] REDUCTION FROM LIABILITY FOR REINSUR- 
ANCE CEDED BY A DOMESTIC INSURER TO AN ASSUMING 
INSURER. 

Subdivision L REDUCTION ALLOWED. A reduction liability fbr_ 
reinsurance ceded by Q domestic insurer ftp _a_p assuming insurer pg meeting tbg 
reguirements bf section _1_2_ &al_l bg allowed Q Q amount n_o‘t exceeding gig l_ia_-_ 
bilities carried by @ ceding insurer. Such reduction §bal_l Q: i_r_1 tfi amount 9_f 
fb_ngi_§ belg by o_r br_1 behalf 91' lb; ceding insurer, including funds bglg i_n trustQ 
_th_e ceding insurer, a_s security fo_r th_e payment 9_f obligations under th_e reinsur- 
gppg contract _tyi_tb LIE assumipg insurer. Such security must bg belg i_n gig 
United States subiect t_o withdrawal solely bl, gig under tbe exclusive control 
bf, fl1_e ceding insurer; 9;, _i_p fig pg bf g t_r__u_sb lglgl i_n _a_ gualified United States 
financial institution. [hp funds be_lgi_ pg security may be i_n E fi>_r_m o_f security 
acceptable Lg t_lpe_ commissioner 9_1_' _ip t_l§ f93r_n_ 9_f; 

(_l_) cash; 

Q) securities li_s_t_eg by tbe securities valuation glib.-2 o_f th_e National Associa- 
;‘1o_n pf Insurance Commissioners ggg qualifying a_s admitted assets pg flpb th_e 
exception 91‘ United States treasury notes, readily marketable pygr _a national 
exchange by NASDAQ yv_i_t_b maturity dates within Le year; Q 

(3) clean, irrevocable, unconditional letters _o_f credit issued o_r confirmed by 
g qualified United States financial institution pg bp_e_1_* tlipp December _3_l i_r_i 

respect _o_f blip ytir fbr which flpg _i§ bgipg made, a_nc1_ i_n_ jg possession 9_t_‘ tbg 
ceding company _O_I}_ 9; before gig filing gape o_f i§ annual statement. lbg finan- 
gi_al institution must meet gbe standards o_f financial condition §n_d standing _C_(_)& 
sidered necessary apcl appropriate _t_o_ regulate fll_e_ quality 9_f financial institutions 
_:§ determined by either tbg commissioner g E securities valuation gig o_f gig 
National Association _o_f Insurance Commissioners, a_r_1g Q financial institution’s 
letters bf credit _rb1§_t_; bg acceptabletp _tbp commissioner. 

Subd. _2_. LETTERS OF CREDIT CONTINUED ACCEPTANCE. Letters 9_f 
credit meeting applicable standards bf issuer acceptability as _<_>_i‘tl1_e gages bfE 
issuance 9; confirmation must, notwithstanding tbg issuing Q1‘ confirming i_n_gi; 
tution’s subsequent failure 19 meet applicable standards o_f issuer acceptability, 
continue L9 be acceptable a_s security until their expiration, extension’, renewal, 
modification by amendment. whichever comes bgg, unless gig issuing 95 pop; 
firming institution gi_l§_ gi_e following standards: 

Q) fails pg maintain E_l minimum ratio bf three percent beg; capital tgtotal @ adjusted assets, leverage ratio, pg required by _t_l_1§ Federal Reserve System a_s 
disclosed by gig bank ip apy all report required by state 9; federal regulatory 
authority gig available 19 thg ceding insurer; Q; 

Q) bag i_t_s long-term deposit rating g long-term debt rating lowered tp a 5% mg below Aa2 2_1§_ found i_n_ tbg current monthly publication pf Moody’s credit 
opinions pi; it_s eguivalent. 
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@ letter pf credit o_f gi_ institution failigig th_e standards pf clause Q) g gig 
clause continues t_o_ pg acceptable fpg Q more than §Q days. 

Sec. 14. [60A.094] RULES. 
The commissioner may adopt rules implementing th_e provisions 9_f sections 

1 to 13. 

Sec. 15. [60A.095] REINSURANCE AGREEMENTS AFFECTED. 
Sections _1_l t_o _l_3_ gpply _t_c_> a_l1 cessions after t_h_§ effective date o_f ggs apt 

under reinsurance agreements that have h_ad a_n inception, anniversagy, pr 
renewal date po_t 1_e_§_§ than _s_ig months after gig effective date pf @ article. 

Sec. 16. REPEALER. 
Minnesota Statutes 1990, section 60A.0g subdivision 5, i_s repealed. 

ARTICLE 2 

ADMINISTRATIVE SUPERVISION MOI)EL ACT 

Section 1. [60G.0l] DEFINITIONS. 

Subdivision L APPLICATION. IE definitions i_n_ gig section §p_p_1y t_o tgig 
chapter. 

Subd. A COMMISSIONER. “Commissioner” means tllg commissioner 9_f_' 
cornmercg except that “commissioner” means @ commissioner o_f health Q 
administrative supervision health maintenance organizations. 

Subd. ; CONSENT. “Consent” means agreement 19 administrative super- 
vision l_iy gg insurer. 

merce, except that “department” rneanstfi department Q” health Q administra- 
tive supervision o_f health maintenance organizations. 

Subd. 4. DEPARTMENT. “Department” means Q9 department o_f com- 

Subd. _5_: INSURER. “Insurer” means gig includes every person engaged Q 
indemnitor, surety, 9; contractor i_n gig business o_f entering into contracts 

gg‘ 

insurance g o_f annuities _2§ limited t_o; 
Q) any insurer who i_s doing Q insurer business, g has transacted insurance 

_i_p this state, and against whom claims arising from that transaction may exist 
now 91 Q gig future; 

Q) _a_ny fraternal benefit society which jg subject t_o. chapter 64B; 
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Q) nonprofit health service plan corporations subject t_q chapter 62g 

(A) cooperative lijg gig casualty companies subiect t_o sections 6lA.39 tp 
6lA.52', a_n_d 

Q) health maintenance organizations recrulated under chapter 62D. 

Sec. 2. [60G.02] NOTICE TO COMPLY WITH WRITTEN REQUIRE- 
MENTS OF COMMISSIONER; NONCOMPLIANCE; ADMINISTRATIVE 
SUPERVISION. 

Subdivision L ADMINISTRATIVE SUPERVISION. Q insurer may hp 
subiect t_o administrative supervision l_>y tl1_e commissioner fl‘ upon examination 
pg a_t pg other time i_t_ appears i_n tl1_e commissioner’s discretion that: 

-Q) th_e insurer’s condition renders pg continuance pf _it_s_ business hazardous 
_tp_ t_l_1_<_: public <_)_1_' tp its insureds; 

Q the_ insurer lm refused tp permit examination o_f it_s books, papers, 
accounts, records, pg affairs l_3y tl_1_e commissioner, tfi commissioner’s deputies, 
employees, g duly commissioned examiners‘, 

Q) _a domestic insurer E unlawfully removed from this state books, papers, 
accounts, g records necessagy f9_r Q examination o_f th_e insurer; 

(5) thp insurer l_1a_s_ failed t_o promptly comply with gig applicable financial 
reporting statutes 9_l_‘ rules pig departmental requests relating thereto; 

(_5_) _t_hp insurer pap neglected g refused pg observe a_n_ order 91" flip commis- 
sioner t_o make good, within t_I_1_q time prescribed py law, gpy prohibited defi- 
ciency _ip Q capital, capital stock, o_r surplus; 

(Q) tpg insurer i_s_ continuing tp transact insurance pg write business after _it§ 
license has been revoked pg suspended py mp commissioner; 

(1) th_e insurer, _by contract g otherwise, pap unlawfully o_r E i_n violation 
pf gp order o_f me commissioner Q h_as_ without first having obtained written 
approval pf the commissioner if approval i_s reguired py law: 

(i) totally reinsured it_s entire outstanding business, pg 

Q1) merged pg consolidated substantially it_s entire property o_r business with 
another insurer", 

(§_)_ t_h_g insurer engaged i_p _a_n_y transaction i_n_ which p i_s ppt authorized t_o_ 

engage under th_e laws _o_f this state’, 

§_9_) £3 insurer refused t_o comply with p lawful order o_f th_e commissioner-, 
(Q) fie insurer l_1§ failed tp comply with t_l;_e applicable provisions o_f tpp 

laws pf g1;_i_s_ state; 
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(ll) th_e business 9j'tl1_e insurer i_s being conducted fraudulently," o_r 

g12g tpp insurer gives E consent. 
Subd. A NOTIFICATION. y"th_e commissioner determines that Q least% 

pf £13 conditions specified i_n subdivision _1_ exists £1 places th_e insurer under 
supervision, ’th_e commissioner may: 

Q) notify _t_l_1_e insurer _o_f tl_1g commissioner’s determination; 

Q) furnish t_o th_e insurer _a written l_i_sg 9_t_" th_e reguirements t_o_ abate tj_t_i§ 

determination‘ 2_tn_d 

Q) notify @ insurer that g i_s under _t__h_e supervision o_f th_e commissioner Q that tfi commissioner i_s applying E enforcing flip provisions o_f E chap- 
t_e_:5 I_f_‘placed under administrative supervision, Q insurer may request review as 
provided under chapter _l;4_; 

Subd. 3; REQUIREMENT COMPLIANCE. I_f placed under administrative 
supervision, gig insurer _s@ have 6_0 days 9; another period _o_f ti_m;e_ _a§ desig- 
nated l_3y Ihp commissioner, Q comply @ t_l_1p reguirements o_f E commis- 
sioner Q provided under E chapter. If p i_s determined _aft_e_; notice E1 hear- 
_i_r;g‘tl1_at gp insurer l_1_a§ n_ot complied y/_itp tl1_e requirements p_f_' thp commissioner 
a_t tpe gig o_f fig supervision period, th_e commissioner fiy extend 1113 period. E tfi insurer complies pi_tp t_h_e requirements _o_f t_h_e commissioner, Q commis- 
sioner _s_l_1gl_l release fie insurer from supervision. 

Sec. 3. [60G.03] CONFIDENTIALITY OF CERTAIN PROCEEDINGS 
AND RECORDS. 

Subdivision L CONFIDENTIALITY. Notwithstanding a_ny provision 
pf Q E except a_§ provided ip t_h_i_S_ section, proceedings hearings, notices, po_r- 
respondence, reports, records, agl other information i_n _t_l;e_: possession o_f t_h_e 
commissioner g ;h_e department relating ‘Q ’cl1_eisupervision o_f a_ny insurer _2n'_e 

confidential. 

Subd. _2_; ACCESS. The personnel 9f pip; department shall have access t_o 
these proceedings, hearings, notices, correspondence, reports, records, g infor- 
mation _a_s permitted py t_lye_ commissioner. 

Subd. ; OPEN HEARINGS; DISCLOSURE. 1 commissioner m_ay pp_ep 
flip proceedings 9_r_ hearingg pg disclose t_h_p notices, correspondence, reports, 
records, g information t_o_ a departmeng agency, 9_r instrumentality o_f t_l_1_i§ .9_r 
another s_tpt_e_ g mp United States i_t‘ th_§ commissioner determines mg; Elle gis_- 
closurev i_s necessary _o_r proper Q gig enforcement o_f 115 l:1_vv§ pf t_h_i§ 53 another 
state or the United States. 

Subd. 1: PUBLIC DISCLOSURE. flp commissioner fly open t_l1_e@ 
ceedings gihearings Q make public E notices, correspondence, reports, 
records, g other information Q‘ th_e commissioner determines that i_t _i_s i_t; 33 
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best interest 9_t_‘ Q public g Q 1:h_e best interest o_f 1:h_e insurer, _i1§ insureds, cred- 
itors, g ghp general public. 

Subd. _5_, EXEMPTION. This section does pg; apply _t_q hearings, notices, 
correspondence, reports, records, g other information obtained upon tl1_e 

appointment o_f Q receiver Q tl1_e insurer py g court o_f competent iurisdiction. 
Sec. 4. [60G.04] PROHIBITED ACTS DURING PERIOD OF SUPERVI- 

SION. 

During flip period pf supervision, _t_h_e commissioner shall serve _2§ th_e_ 

administrative supervisor. [hp commissioner may require Q91 tlgg insurer Qgll 
n_o‘t _d_o pg o_f tl_1_e following things during 113 period o_f supervision without fig 
prior approval pf thg commissioner: 

Q) dispose 91', convey, 9_r_ encumber i_t§ assets g it_s business L §gr_ga_; 
Q) withdraw funds from i_t§ bank accounts; 

(1) 121.4 i_t.§ _fl1L1_d_5_i 

til i_I;!6_S£ it_s. Eras; 

(£2 flIIS_fe_r; .i§ 1L_t>___1.r0 
ert ‘ 

(Q) incur debt, 9_‘Ql_i_gation, Q liability; 
(1) merge pr consolidate with another company; 

Q) approve new premiums g renew policies; 
(2) enter into g new reinsurance contract Q‘ treaty; 

§lO[ terminate, surrender, forfeit, convert, o_r lapse pp insurance policy, cer- 
tificate, g contract, except _f_o_g nonpayment pf premiums due‘, 

3111 release, pay, 91‘ refund premium deposits, accrued cash g loan values, 
unearned premiums, g other reserves Q Q insurance policy, certificate, gr con- 
tract‘, 

g12) make § material change ip management‘, 9; 
1132 increase salaries and benefits pf ofiicers 9_r directors g make preferen- 

t_i§l payment pf bonuses, dividends, o_r other payments determined preferential Q thg commissioner. 
Sec. 5. [60G.05] REVIEW AND STAY OF ACTION. 
During flip period o_f supervision, th_e insurer p1__2_1_y contest _ag_1 action taken g 

proposed t_o lg taken py @ commissioner ap provided under chapter _lA_. _'_l‘_l§ 

insurer QM E _tl1_e action being complained o_f is detrimental t_o mg _go_n- 
dition o_f _t_h_e_ insurer. 
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Sec. 6. [60G.06] ADMINISTRATIVE ELECTION OF PROCEEDINGS. 
Nothing contained Q E chapter precludes ‘pig commissioner from initiat- 

_i_n_g judicial proceedings 39 place 313 insurer Q rehabilitation g liquidation p_rp-_ 
ceedings under the l_a_vy§ o_f fig state, r_eg_ardless pf whether the commissioner has 
previously initiated administrative supervision proceedings under Qi_i_s_ chapter 
against the insurer.

' 

Sec. 7. [60G.07| RULES. 
The commissioner may adopt rules necessary Q _t__h_e implementation _o_f Qi_s 

chapter. 

Sec. 8. [60G.08] IMMUNITY. 
There s_h_2_1_ll pp pp liability _qr_1 th_e pag o_f, E 1’1_0 cause pf action fly _b_e_ 

brought against Q commissioner g ;l_1§ department g i_t§ employees p_r_ agents Q gy action taken py tpegp i_n tl1_e performance pf their powers £1 duties 
under E chapter. 

Sec. 9. —[60G.09] APPLICATION. 
Sections 1 t_o § appu t_o domestic insurers 2l1q.2_ll1_X other insurer doing busi- 

ness ip t_h_i§_ state whose state _o_f domicile peg reguested @ commissioner pf 
commerce t_o apply sections 1 pg §_. 

ARTICLE 3 

STANDARDS AND COMMISSIONER’S AUTHORITY 
FOR COMPANIES CONSIDERED TO BE IN

” 

HAZARDOUS FINANCIAL CONDITION 

Section 1. [60G.20] STANDARDS. 

Subdivision 1: HAZARDOUS CONSIDERATION. % following gag; 
dards, either singly O_r a_1 combination o_f t_vyg gg more, may lg considered _by gig 
commissioner pg determine whether ;l_i_e_ continued operation pf gm insurer, 
whether domestic, foreign, pg alien, transacting a_n insurance business ip gs 
s‘iLtIe_ Iggy p_e_ considered hazardous t_o the policyholders, creditors g ghp general 
public. Lire commissioner Ey consider: ' 

(_l_) gr adverse finding reported i_n financial condition a£1 market conduct 
examination reports; 

(_2_) t_h_§ National Association o_f Insurance Commissioners insurance regula- 
to information s stem and its related re orts' _1ZX _.__ _¥___.._ __. _ M __P___; 
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Q) the ratios Q‘ commission expense, general insurance expense, policy ben- 
efits, and reserve increases ee t_o_ annual premium and n_e,t investment income 
which fly l_ea_d t_o_ pp impairment _0_f capital Qig sutplus; 

(5) whether t_lte insurer’s asset portfolio when viewed _ip light Q‘ current eco- 
nomic conditions i_s n_ot Q sufficient value, liquidity, Q diversity t_o assure the 
company’s ability Q meet i_t§ outstanding obligations gs they mature; 

(_5_) tl_1_e_ ability Q‘ Q; assuming reinsurer t9 perform Qi_d whether Q insurer’s 
reinsurance program provides suflicient protection Q the company’s remaining 
sugplus _a_1t‘t_eg taking iQt_o_ account the insurer’s eetsp tl_9_\y gn_d th_e classes o_fE 
peg written §§ y/_el_I Q the financial condition Q‘ the assuming reinsurer; 

(_6_) whether file insurer’s operating gee i_n th_e l_a§t 12-month period Q fly 
ghorter period Q‘ time. including _b_Ltt pet limited tg, pet capital g§i_p Q _l9_s_s_, 
change i_n nonadmitted assets, gpg ea_sl_1 dividends peg t_o shareholders, jg 
greater meg §9_ percent o_i‘tl1_e insurer’s remaining surplus Q regards policyhold- 
erg i_n_ excess 9_f tlte minimum reguired; 

(1) whether Qty afliliate, subsidiaty, Q reinsurer 1S insolvent, threatened 
with insolvency, Q delinguent i_r_1_ payment 9_f jtg monetaty Q other obligations‘, 

Q1) contingent liabilities, pledgee, Q guaranties which either individually Q 
collectively involve gt total amount which i_n_ me opinion Q‘ t_l3_e commissioner 
may affect the solvency 9_ftl_1e insureg; 

(2) whether Q! “controlling person” o_f ep insurer tg delinquent i_t; the trans- 
mittin to or a merit of net remiumsl to the insurer’ .___.__E _.J. __ D_l__. _z __ R._____ _. __ __i 

(Q) the gge _am_d collectability o_f receivables; 

tl_t) whether t_h_e_ management o_f Q insurer, including officers, directors, Q fly gtlg person flip directly Q indirectly controls tl_ie operation o_f @ insurer, 
g1_it§ t_o_ possess Qig demonstrate file competence, fitness, en_d reputation neces- 
§a_1_'y te gig t_h_e insurer i_n the position; ‘ 

t12t whether management Q‘ ap insurer pg failed tg respond t_o inquiries 
relative tc_> the condition Q‘ fl1_e_ insurer Q @ furnished false and misleading 
information concerning Q inquiry; 

(_l_3_) whether management Q‘ pp insurer either E fil_e_d_ e tali Q misleading 
sworn financial statement, Q t1_e§ released e mi Q misleading financial state- 
tflept t9_ lending institutions Q t_g t_l_1_e general public, Q _lta_§ made Q fa_lse Q m_is_-_ 
leading entry, Q t1_2_1§ omitted Q entry o_f material amount i_n th_e books o_.f_‘ th_e 
insurer‘, 

tl4t whether Que insurer hep grown Q rapidly and t9 such a_n extent that i_t 
lacks adequate financial and administrative capacity t_o meet tts_ obligations tp g 
timely manner‘, Q 
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(1_5) whether th_e company tis experienced Q yv_i_l_l_ experience i_n @ foresee- 
el_>_l_e_ future cash flow g liguidity problems. 

Subd. _2_. COMMISSIONER’S AUTHORITY. fp; ttg pugposes 9_f making g 
determination _o_f ah insurer’s financi_al condition under subdivision t, the com- 
missioner may: 

(_l_) disregard a_ny credit 9; amount receivable resulting from transactions 
with g reinsurer which i_§ insolvent, impaired, 9; otherwise subject tp 5 delin- 
guency proceeding; 

(2) make appropriate adiustments t_e asset values attributable t_o_ investments 
i_n g transactions with th_e corporation's parents, subsidiaries, Q‘ affiliates; 

Q) refuse tp recognize me stated value gt‘ accounts receivable _i_f gig ability 
t_o collect receivables jg highly speculative i_rt view pf the gge o_f th_e account Q‘ 
we financial condition 9_f the debtor; g . 

(3) increase the insurer’s liability Q ffl amount equal tp ahy contingent Iii 
bility, pledge, pi; guarantee pet otherwise included h‘ thy _i_s_ g substantialE 
gilt th_e insurer @ he called upon t9_ meet tlg obligation undertaken within the 
git 12-month period. 

Sec. 2. [60G.21] COMMISSIONER’S ORDER. 
Subdivision _1_. AUTHORIZATION. I_f th_e commissioner determines that 

t_h_e continued operation <_)t‘tl1_e insurer licensed tp transact business Q E state 
may he hazardous t_o the policyholders Q ttg general public, then t_l§ commis- 
sioner may, upon th_e commissioner’s determination, issue a_n order requiring 
th_e insurer tp; 

Q) reduce 11$ total amount o_f present _2_1p<_l potential liability §o_r policy ben- 
elhe hy reinsurance; 

(_2_) reduce, suspend, g limit the volume 9_f business being accepted 9; 
renewed‘, 

(_3_») reduce general insurance and commission expenses hy methods specified 
hy t_h_e commissioner 

(51) increase t_he insurer’s capital gr_1c_1 su1_'plus‘, 

Q) suspend g limit th_e declaration epg payment o_f dividend hy a_n insurer 
tp he stockholders g tg tte policyholders; 

(Q file reports _ip gt form acceptable tp Q commissioner concerning @ 
market value 9_i_‘ gh insurer’s assets; 

Q) limit g withdraw from certain investments _o_r discontinue certain 
investment practices tg th_e extent the commissioner considers necessa1_'y,' 
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Q) document fie adeguacy 9_f premium rates i_r_i_ relation pg tl_1_e risks insured; 
or 

Q) ;i_lp, _ip addition 39 regular annual statements, interim financial reports 31 E form adopted py _th_e_ National Association 9_f Insurance Commissioners g i_n 
gig format adopted by the commissioner. 

Subd. _2_. REVIEW. A_p insurer subject t_q Q order under subdivision 1 may 
reguest, within Q c_lz_1ys_ pf issuance pf th_e order, it hearing _2§ provided under 
chapter L5 19 review _t_l;gg order. All hearings conducted under @ section gig 
closed gpg private. 

Sec. 3. [60G.22] JUDICIAL REVIEW. 

Any order g decision pf th_e commissioner _i__s_ subject tp review a_§ provided 
under chapter 141 pt tpp reguest _o_f _a party whose interests a_r_e substantially 
affected py tg order _o_r decision. . 

ARTICLE 4 

MANAGING GENERAL AGENTS ACT 
Section 1. [60H.01] SHORT TITLE. @ chapter fly pg cited ap jg managing general agents §_gt_. 
Sec. 2. [60H.02] DEFINITIONS. 
Subdivision _l_. APPLICATION. % terms defined i_r1_ @ section apply _tp 

Qi_s chapter. , _
, 

Subd. A ACTUARY. “Actuagy” means a_ person w_l1o i_s-g member i_p good 
standing 9_ftl_1g American Academy pf Actuaries. 

Subd. _3_. INSURER. “Insurer” means a_ person, firm, association, 9_r corpo- 
ration duly licensed Q t_l_1i§ state Q _a_n insurance company. 

Subd. 3 MANAGING GENERAL AGENT. Q) “Managing general agent” 
means g person, firm, association g corporation who: negotiates agi binds 
ceding reinsurance contracts pp ‘behalf pf a_n_ insurer, g Q) manages a_ll pr pa__r1 
_o_f _t_l_1__e insurance business pf apiinsurer, including t_h_g management _o_f g sepa- 
r§_tg division, department, g underwriting office, fig a_c§ Q _a_p gg§_n_t fo_r_ t_h_e 
insurer whether known §i_S g managing general agent, managg g other similar 
term, _v\_/hp, yv_itp pr without tfi authority, either separately 9_1_' together gfllg §_jffi_l; 
_ia_t§§, produces, directly g indirectly, app underwrites _a_p amount _o_f gross direct 
written premium equal t_o g more tl1_a1_1_ _tj_v_e_ percent pf fire policyholder surplus 
gs reported i_n th_e @ annual statement 91‘ t_l§ insurer _ip_ g_r_1y QI_1_e_ guarter g 
yggp together _v_v_i_th_ ppg 9_r_ more o_f 13 following: adiusts pr; fly claims jp 
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excess pf Q amount determined by t_h_e commissioner, 9; (Q) negotiates reinsur- 
ance Q behalf o_f jg insurer. 

Q) Notwithstanding paragraph) (Q), t_h_e following persons shall pg; 133 con- 
sidered Q managing general agents Q t_l1g pugp ,ose‘s 9_f th_is chapter: 

Q) Q employee o_f _t_h_e insurer; 
Q) g United States manager o_f t_l__1p United States branch o_f Q alien insurer; 
Q) Q underwriting managg wlg pursuant tp contract, manages Q pf t_h_§ 

insurance g reinsurance operation o_f ;t_1_e insurer, i_s under common control yfl 
me insurer, subject t_o tl_1p Insurance Holding Company §_c_t_. chapter 60_D, Qg 
whose compensation jg pp; based Q t_l;§ volume pf premiums written; Q 

(5) Q attorney i_n jg authorized lpy Q acting Q tl1_e_ subscribers o_f a_ 
reciprocal insurer _o_r interinsurance exchange under powers o_f attorney. 

Subd. ; UNDERWRITE. “Underwrite” means tlip authority t_o accept o_r 
reject ri_sl5 Q behalf o_f _th_e insurer. 

Sec. 3. [60H.03] LICENSURE. 
Subdivision _1_._ RISKS LOCATED IN STATE. A managing general agent 

representing Q insurer licensed _i_p _t_l_1§ state with respect tp risks located i_n }l1_i_s 
state must be licensed in this state. 

Subd. A RISKS LOCATED OUTSIDE OF STATE. A managing general 
gge_nt_; representing Q insurer domiciled i_n t_hi_s E w_i’tl_i respect Lg pi_slc_s_ located 
outside Es §t_at_e Qipt pp licensed i_n_ LIE §t_at_e_: Q a managing general agent. flip 
license r_n_ay Q _a nonresident license. 7 

Subd. ; REQUIREMENTS. The commissioner may reguire g bond i_n a_n 
amount acceptable fig ghp protection pf tfi insurer. The commissioner may 
reguire flip managing general agent _t_<_>_ 

maintain Q errors Qp omissions policy. 
Sec. 4. [60H.04] REQUIRED CONTRACT PROVISIONS. 
& person, firm, association, Q corporation acting i_p 115 capacity o_fg _i;n_gQ 

ggmg general e_1ge_n_t QQ wipe business wit_h Q insurer unless E i_s Q Qg a_ 
written contract between gig parties. @ contract p1Qs_t specify 3Q responsibili- 
1i_§_s_ o_f gm party Qg where ppm parties share responsibility fpr a_ particular 
function, _rrQi_st specify Ll; division _o_f fie responsibilities. % contract Qt 
include }_l_1g following minimum provisions: 

(g) The insurer may terminate _t_h_e contract f_og cause upon written notice tp 
th_e managing general agent.. The insurer may suspend fig underwriting authority 
o_f _th_e managing general agent during Ev pendency 9_f_‘ Qy dispute regarding 1_h_e 
‘cause :9; termination. 

(Q) The managing general agent must give accounts 39 th_e insurer detailing 
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_a_ll transactions 9&1 remit a_ll_ funds @ under th_e contract tp t_l1§ insurer Q3 n_ot 
_l_e__s_s_ than a_ monthly basis. 

(p) Q fppcis collected _fb_r th_e account o_f Q insurer gt Q @ lpy Q; 
managing general §gpn_t i_n_ _t_hp flrpp _c_>_i_' gig; insurer _ip _a fiduciagy capacity i_n a_ 

which jg _a member o_f tli_e Federal Reserve System. Ih_i§ account _r_n_t_1_st pg 
u_se_e_q f9_r gp payments o_n behalf o_f 1h_e i_n_sger. 113 managing general agent fly 
retain pp more t_hpp three months’ estimated claims payments ggl allocated Ii 
adiustment expenses. A managing general agent _s_l;all deposit pm trust funds Q 
Q tgt account apq §h_a_ll n_o_t commingle personal funds o_r other funds i_n g 
_t_r__u§t account, except t_l_1a_t _a managing general agent gy deposit gpd maintain 2_1 

gum i_n g E account from personal funds, which E £111 pg specifically igep; 
t_if1gd_ _a_n(_i ygpd gp pity service charges 9; satisfy gig minimum balance require- 
ments relating tp th_e ’gru_st account. 

(Q) Separate recordp pf business written _b_y th_e managing general gge_m mist 
pp maintained. Lite insurer shall have access t_o E go r_igh1 t_o Qpy ill 
accounts ppg records related t_o i_t_s business i_n g form usable by t_h_p insurer, gnyl 
31;; commissioner s_h_gll pg/p access t_o a_ll books, bank accounts, a_n__d records pf 
th_e managing general agent i_n e_i form usable t_o tl1_e commissioner. Lire records 
shall pp retained pp g basis acceptable t_o fig commissioner. 

(9)Ih"9c0ntractL11_axa<>_t1£;a@gm§m@9r2aLtb;xL11_em_eu1:1mgg& 
gr_a_lagent. 

(Q Appropriate underwriting guidelines, including: 

(1) mp maximum annual premium volume; 
(2) E19. E 0_f th_e mes 12 E fla_rg§.<.L 
Q) 112 £1Pe_S 0_f % _Vs'_11i_C_h m! E gig 
(fl) maximum fig pf liability; 
(Q) applicable exclusions; 

(Q) territorial limitations; 

(1) ppl_i(_:y cancellation provisions; a_11d_ 

(Q t_h_e maximum fiicy p;c_I‘_i_(_)_(l. 
[IE irggpg ghall have ghp right Q cancel g nonrenew Qy policy o_f mi 

§_r_1_c_:p §il)_je_<:t t_o tl1_e applicable _l_a_\y§ £1 regulations concerning fig cancellation 
and nonrenewal pf insurance policies. 

(g) If t_h_e contract permits the managing general agent tp settle claims Q 
behalf o_f mp insurer: 

(l) fl claims must pg reported _tp flip insurer _i_r_; Q timely manner. 
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Q) A copy o_f t_l§ claim t_‘1l§ must Q sent t_q gig insurer gt i_t_s_ reguest g Q 
soon pg it becomes known that 1h_e claim: 

Q) _hgs_ tfi potential tp exceed gr; amount determined lpy th_e commissioner g exceeds fig limit s_et l_3y _t_lpe_ insurer, whichever i_s_ less‘, 

(i_i) involves g coverage dispute; 

may exceed tli_e managing general agent’s claim settlement authority; 

(i_v) i_s open f‘<)_r‘ more than s_ix_ months; g 
(y) i_s closed py payment pf §_r_i_ amount pg; lpy th_e commissioner p; Q 

amount _se_t lpy tpg insurer, whichever i_s_ less. 

Q) Au claim files lg gig joint property _o_f E insurer gt managing general 
agent. However, upon gp order 9_i_‘ liquidation Q‘ fie insurer _t_h_e_ @ become mp 
s_o§ property o_f t_l;§ insurer g i_t§ estate. Ig managing general agent shall have 
reasonable access t_o gig flip right t_o copy t_h_e file_s pp p timely basis. 

(it) fly settlement authority granted t_o t_lic:_ managing general pge_m r_n_ay Q 
terminated Qlcause upon fig insurer’s written notice t_o» ply; managing general 
gge_nt o_r 113 termination o_f1lle_: contract. Il1_e_ insurer _n_i_gy suspend tli_e Lt; 
tlement authority during th_e pendency pf a_r_iy dispute regarding th_e (mix f9_r t_eg 
mination. 

Q) Where electronic claims files a_re_ _i_p existence, the; contract must address 
315 timely transmission o_f th_e data. 

Q) 1t‘tli_e contract provides Q g sharing pj interim profits py ,t_h_§ managing 
general agent, gpg t_l_i_<_: managing general 2_iggn_t lg tli_e authority t_o determine t_l_ip 
amount pf tfi interim profits py establishing Lo_s§ reserves g controlling 
claim payments, g ip a_ny pt_h_eg manner, interim profits @ n_ot Q _rpi_i_d 19 tfi 
managing general gggit u_nt_i1 o_ne yg a@ my gr_g earned fpg property insur- 
gipg business Qt; fiye )/E gfltgg Qgy a_r_§ earned pp casualty business gig _ip)_t 
until _t_l§ profits have been verified _a_s provided under section ; 

(j) E managing general agent shall i_io_’t: 
Q) l_ii_r3_d reinsurance g retrocessions 9p behalf Q tl_i_§ insurer, exce t may E managing general gggpt ifly pig facultative reinsurance contracts pursuant 

_t_o_ obligatory facultative agreements Q‘ fig contract @111 gig insurer contains 
reinsurance underwriting guidelines including, Q gi_t_l_i reinsurance assumed 2_in_d 
ceded, g li_st pf reinsurers yfl which gig automatic agreements a_rp i_r_1 effect, flip 
coverage §._1_’l_(_1 amounts gpercentaggg ;13a_t r_n_ay pp reinsured, grid commission 
schedules‘~ 

_(_2) commit th_e insurer t_g participate Q insurance 95 reinsurance syndicates; 
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Q) appoint Q13 agent without assuring th_at th_e agent i_s lawfully licensed t_o 
transact gig type 9_f insurance Q which gig; person i_s appointed; 

(5) without prior approval Q‘ _th_e insurer, fly g commit g_l_IQ insurer 39 my 
Q claim over Q specified amount, n_e1; pf reinsurance, which shall _n_<g exceed o_I1e_ 
percent pf t_h_e insurer’s policyholder’s surplus Q o_f December Q1 91‘ ;l_I_e la_st_ 

completed calendar year; 

(_5_) collect Qpy payment from Q reinsurer Q commit LIE insurer Q Ly claim 
settlement with Q reinsurer, without prior approval pf tpe insurer. I_f prior 
approval _i§ given, Q report must 1; promptly forwarded ‘_t_Q t_l1_e_ insurer‘, 

(Q) permit it_s subagent tp serve pp fie insurer’s board o_f directors; 
(1) jointly employ Qp individual who i_s employed with th_e insurer‘, Q1: 

Q2) appoint Q submanaging general agent. 

L15) [hp contract term may pp; Q Q Q unreasonable period o_f time, pp; i_p 
pp circumstance may tlrI_e term exceed E years. 

(1) IE insurer may pgt authorize tfi managing general agent t_o establish 
the amount of the loss resewes. 

Sec. 5. [60H.05] DUTIES OF INSURERS. 
Subdivision L INDEPENDENT FINANCIAL EXAMINATION. flip 

i-nsurer shall have gr; file Qp independent financial examination, Q Q form 
acceptable t_o t_l;e_> commissioner, 9_f each managing general agent with which Q 
_lg§ done business. 

Subd. 2,, ON-SITE REVIEW. @ insurer periodically, Q; l_e_a§t semian- 
nually, conduct fit on-site review o_f t_h_e underwriting @ claims processing 
operation pf t_l_I_e managing general agent Qn_d maintain .0_1'l it_s records tlI_e results 
_(_)_f t@ review. '

- 

Subd. §_. OFFICER OF INSURER. Except Qg authorized under section 1, 
paragraph (1), clause Q), binding authority fpr Qll reinsurance contracts g partic- 
ipation i_n insurance o_r reinsurance syndicates _s_lQQ_ll risg with Q officer o_f gig 
insurer pg; afiiliated w_i‘tl_I t_h_e managing general agent. 

Subd. 5 WRITTEN NOTIFICATION. Within _3j_Q _dQ§ 9_f_‘ entering Ii1t_0 pg 
termination _o_f Q contract @ Q managing general agent, tlI_e insurer Qhall pg 
yigg written notification Qf jag appointment gr termination Q ply; commis- 
sioner. Notices _0_f appointment pf Q managing general agent I_I1_p_s1 include Q 
statement pf duties which gig managing general agent i_s expected t_o perform 9;; 
behalf pf flip insurer, l2_l_‘1_6_ lines 9_f insurance E which t_h_§ managing general agent 
_i§ pg pg authorized tp Q93, a_n_(_1 Qn_y other information t_l§ commissioner pgy 
reguest. 
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